The article analyzes the investment environment in renewable electricity generation capacities, evaluating the credibility of long term renewable energy targets, the stability of 
INTRODUCTION
The support of renewable energy is a rather young direction for public policy. Denmark (1979) , Portugal (1988) , Germany (1989) , and the United Kingdom (1989/90) were the first Member States in the EU, which began to support the development of renewable energy sources. Originally only the generation of electricity from renewable energy sources was supported; later the support schemes were applied to other energy sectors. Now it is broadly acknowledged that renewable energy sources in the future can solve problems of depleting fossil-based sources and could help fight climate change. 1 For this reason the development of renewable energy sources is one of the top issues in national energy strategies in many states.
This article analyzes the investment environment in electricity generation from renewable energy sources capacities evaluating credibility of long term renewable energy targets, stability of promotion schemes and impartiality of national administrative procedure.
The article explores two main questions: (i) are the EU and Lithuanian energy policy targets and promotion schemes credible enough to convince private investors to put their money in renewable energy development; (ii) does national administrative procedure put a disproportional burden on renewable energy investors or on certain group of investors?
The assessment of the investment environment includes a large number of criteria, 2 but we analyze three of them: stability of long term strategy; the attractiveness of promotion measures; and the simplicity and transparency of administrative procedure. These criteria are chosen in order to analyze long term goals and to look how they resemble in administrative procedure.
As regulation of renewable energy falls within the shared competence of the EU and Member States the national long term strategy is analyzed together with the EU strategic renewable energy goals. The promotion measures of renewable energy are not regulated on the EU level; however, now it is evident that panEuropean renewable energy market cannot be created without some level of harmonization or renewable energy promotion measures among Member States.
For this reason, national promotional measures will be analyzed together with those predominantly used in other Member States' promotional measures. The administrative procedure for getting licenses, installation, connection to the grid 1 . In the most recent literature there was an attempt to deduce renewable energy competitiveness index based on eighteen criteria that could be adapted in any country.
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The regulation and technologies used to produce energy from renewable energy sources are changing constantly; therefore the social relations in this field are very dynamic and are raising new issues for investors. The relevance of the article rests in two dimensions of analysis: first, the EU and national strategy and regulation; second, renewable energy policy and administrative procedure. In this manner this article makes links among the EU energy policy, national energy policy and national administrative regulations.
RENEWABLE ENERGY TARGETS AND PROMOTION SCHEMES: DO INVESTORS FEEL SAFE?
This part of the article analyzes long term renewable energy policy. Two criteria are investigated -the stability of targets in renewable energy and stability of promotional measures. The question raised is: do EU and Lithuanian renewable energy targets and promotional measures are enough credible to convince investors to invest in renewable energy generation? The Lithuanian national energy strategy as well as development of renewable energy are analyzed together with the EU energy policy, because the major impact for Lithuanian renewable energy strategy has EU legal regulation. The annual investment volume in the EU-27 should be 60-70 billion euros in order to achieve 20% target in renewable energy production. 31 Governments acknowledge the importance of investment in development of renewable energy sources. However even among politicians it is clear their preference is for short run benefits, because in the long run they will not be in the race for election any more. 32 But particularly long term renewable energy policy is a key factor; it has a major impact on the decisions of new investments in electricity generation. Other criteria are volatility and unpredictability of future fossil fuels, carbon and electricity prices. These uncertainties also increase the financial risk of investment. 33 One study 34 shows that the size of investments is critical to the development of renewable energy technologies; however the long run stability of the frame of governmental policy is even more influential. "Credibility requires officials to persuade others that government will follow through on actions promised. ISSN 2029-0454 VOLUME 7, NUMBER 1 2014
LONG TERM RENEWABLE ENERGY TARGETS
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Credibility will especially important when the success of policy requires government to induce firms and individuals to make costly, irreversible investments." proposal of the Commission the use of food-based biofuels is limited to 5%
(compared to 10% renewable energy target of the renewable energy directive (2009)). The aim of this limitation is to promote the usage of second generation biofuels from non-food feedstock (e.g. waste or straw) and to avoid interference in global food production. It means that biofuel, which is made from crops grown on land that can be used to be rainforest or natural grassland, is no longer considered sustainable.
Lithuania already before the proposal of the EU Commission has once reduced its biofuels targets. In the Forecast document of renewable energy use 2010-2020, 42 the Lithuanian target for biofuels in transportation sector is 15%; however in National Energy Strategy (2012) this target is reduced to 10%. If the EU institutions adopt the above mentioned changes to biofuels target, it is likely that Lithuania will follow in reducing its biofuels targets.
We can conclude that the commitment of Lithuania and the EU to promote renewable energy development is steady and credible. However for private investors it is not enough to know that the government will promote renewable energy-the steadiness of long run support schemes is also very important. The effectiveness of support instruments depends on the credibility of the system for potential investors. The government must guarantee that promotional strategy will be valid till a specified date. Otherwise the investors will not be willing to invest, because the risk is too high.
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Therefore, it is clear that Lithuania and the EU are steadily promoting the development of renewable energy sources; however the question remains what support instrument it will use and to what extent the renewable will be supported.
PROMOTION MEASURES FOR RENEWABLE ENERGY
In most cases the methods of price and quantity control are used to promote renewable energy in Member States. 44 The commonly used price control methods are: feed-in tariff, feed-in premium, tender 45 and quantity control method - States as applied to the feed-in tariff.
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For example, in Germany a premium feed-in scheme is used in conjuction with feed-in tariff which permits the sale of produced electricity in electricity exchange or by contract. The margin of electricity price, the area of which is compensated by renewable energy producers, is the difference of the feed-in tariff and market price plus expenses which occur in the process of trading.
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In EU Member States a quota or tradable green certificate promotion measures are also applied. According to these promotion measures every year the government determines the amount of electricity which is going to be produced from renewable resources, and awards renewable energy producers with certificates depending on their generation capacities. Producers' incomes are divided into two parts: one part is received from selling produced electricity in the market and the second part comes from selling certificaties in a special designed market where other electricity market participants are obliged to buy a certain amount of certificates. and it is the biggest obstacle for the creation of a pan European renewable energy market, and for this reason "top-down" harmonization is unavoidable.
Financial engineering is a new way of renewable support and is promoted by From this analysis it can be concluded that the renewable energy sector is regulated on the EU level, so the national targets very much depend on the decisions made in the EU institutions. Lithuania and the EU promotes the development of renewable energy steadily; however the set targets can be changed in the case of necessity. The biggest uncertainty for investors occurs because of constantly changing support schemes of renewable energy sources-schemes that are not harmonized or coordinated among Member States. Whether the support schemes will be harmonized at the EU level remains the key question.
ADMINISTRAVIVE PROCEDURE: THE CASE OF LITHUANIA
In Lithuania as in all other Memeber States the development of renewable energy sources is promoted by the government, because renewable energy is still uncompetetive compared to conventional energy sources.
In Lithuania legal acts set two different procedures for the instalation of renewable energy generation capacities in the electricity sector: one for "small power generators", which have generation capacities not bigger than 10 kW, and another one for "big power generators" with generation capacity above 10 kW.
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This division is important because legal acts set different requirements of licensing, connection to the grid regulation and electricity trade procedures for small and big power generators.
ADMINISTRAVIVE PROCEDURE FOR SMALL SCALE GENERATION CAPACITIES
Promotion measures for small power generators are simpler than for big power generators. The primary goal of smallpower generators is to provide electricity to households but not to the market.The small power generators can sell only 50% of all produced electricity per year to the grid operator at a set price.
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The developers of small power generators for households do not need to get licenses for construction of generators and generation of electricity. obligation is to inform the grid operator about the amount of electricity which will be produced and supplied to the grid. The grid operator is obliged to buy up to 50% of the produced electricity per year at set feed-in tariff. The households can get benefits from feed-in tariff for 12 years.
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It can be concluded that the main driver for the development of small generators is the feed-in tariff. However a high feed-in tariff does not always guarantee the smooth development of small scale generators of renewable energy.
The high installation costs and a constantly changing feed-in tariff can impede the development of small scale renewable energy generation, because investors in renewable energy for the household needs are usually small investors, who are not willing to take the risk. ISSN 2029-0454 VOLUME 7, NUMBER 1 2014 43 production capacities are offered by several participants and the sum of proposed capacities exceed available capacities, the available capacities are divided among these participants proportionally. If available capacities remain unused, it can be divided for other participants. However, these participants should agree to produce electricity at the same price as the winner of the auction. All winners get a feed-in tariff for twelve years from issuing production license.
ADMINISTRAVIVE PROCEDURE FOR LARGE SCALE GENERATION
CAPACITIES
It is clear that regulation is more favorable to big investors. If the small investor and large investor offer the same electricity production price, the large investor will win because it has ability to offer large production capacities.
The third stage is the physical connection of the renewable energy power plant to the grid. The investor who connects to the grid the renewable energy power plants with capacity of 350 kW and less gets 20% compensation of actual connection costs. The investor who connects to the grid the renewable energy power plants with capacity above 350 kW gets 40% compensation of their actual connection costs. 73 The main issue in this stage is that the grid operator is allowed to issue differnt terms of the conection to the grid than what was specified in preliminary terms. For this reason the investments necesary to connect power plant to the grid can sharply increase. 74 However, even if in this stage the investor understands that because of sharply increased investvent the production of electricity at set price will not be profitable, he is forced to invest. Otherwise he will lose warranty of obligation to produce elelctricity. In this manner the principles of legal certainty and legitimate expectation are disregarded. Investments become risky because of the above-mentioned uncertainties.
The fourth stage is supllying electricity to the grid.The producers of electricity from renewable energy sources have priority over other electricity producers to supply electricity to the grid. Also they do not have to pay for balancing services.
Because of priority to supplying electricity to the grid the renewable energy power plants can use all their capacity in certain weather conditions. Avoiding to overload the grid exceptions are made for wind generators, which are above 350 kW, and hidro generators -above 5 MW. These large capacities for renewable energy production can be disconnected from the grid in case of necessity.
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The fifth stage is electricity trading. The producer has the right during the promotional period to change the price setting model from feed-in tariff to premium feed-in. According to the premium feed-in model the investor may sell electricity in electricity exchange or through bilateral agreements.The main disadvantage of the premium feed-in model is that additional costs which occur in the proccess of ISSN 2029-0454 VOLUME 7, NUMBER 1 2014
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trading electricity in exchange or through agreements, is not compensated to the electricity producers.For this reason when electricity is sold directly to the grid operators at fixed price, the feed-in tariff is more attractive.
On the basis of this analysis, we may conclude that the legal regulation of large scale renewable energy power generators is more favourable to large inverstors rather than small investors. Large investors have the finacial capacity to invest in huge generation capacities and assume certain financial risk. This conclusion is based on the findings that: (i) the participant who offers not only the lowest electricity production price but also the largest production capacities wins;
(ii) in many stages the warranties of obligation fulfillment is required and this can be an unreasonable financial burden to small investor; (iii) uncertain conditions of generation capacities connection to the grid place unreasonable risk on small investors; (iv) an investor connecting to the grid the renewable energy power plants with capacity above 350 kW gets 40% compensation of their actual connection costs, and others with less capacity get only 20% compensation. 2. In Lithuania legal acts apply two different procedures for the installation of renewable energy generation capacities in the electricity sector: one for "small power generators", which has generation capacities not greater than 10 kW, and another one for "big power generators" with generation capacity above 10 kW.
